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Unifonn Commercial Code 
• 
•• BILL JONES 
Secretary of State 
State of California 
March 26, 1998 
ELECTIONS DIVISION 
(916) 657-2166 
1500 - 11th STREET 
SACRAMENTO, CA 95814 
Voter Registration Hotline 
1-800-345-VOTE 








ELECTIONS ANALYST MAR 3, 
SUBJECT: INITIATIVE #813 .' - , i ,1 ' ... ~ ........ '-'----
• 
Pursuant to Elections Code section 336, we transmit herewith a copy of the Title and 
Summary prepared by the Attorney General on a proposed initiative measure entitled: 
STATE DISABILITY HEALTH CARE SYSTEM. 
INITIATIVE STATUTE. 
The proponent of the above-named measure is: 
G.Y. Hadjian, M.D. 
7060 Hollywood Boulevard, Suite 307 
Los Angeles, CA 90028 
(213) 467-1406 
• 
"Ensuring the integrity of California's election process" 
#813 




CIRCULATING AND FILING SCHEDULE 
• 
1. Minimum number of signatures required: ................................................... 433,269 
California Constitution, Article", Section 8(b) 
2. Official Summary Date: ............................................................... Thursday, 03/26/98 
Elections Code section (EC§) 336 
3. Petitions Sections: 
a. First day Proponent can circulate Sections for 
signatures (EC §336) ............................................................ Thursday, 03/26/98 
b. Last day Proponent can circulate and file 
with the county. All sections are to be filed at the 
same time within each county (EC §336, 9030(a») ................ Monday, 08/24/98* 
c. Last day for county to determine total number of 
signatures affixed to petitions and to transmit total 
to the Secretary of State (EC §9030(b)) ................................ Thursday, 09/03/98 
(If the Proponent files the petition with the county on a date prior to 08/24/98, 
the county has eight working days from the filing of the petition to determine the 
total number of signatures affixed to the petition and to transmit the total to the 
Secretary of State) (EC §9030(b». 
d. Secretary of State determines whether the total number 
of signatures filed with all county clerks/registrars of 
voters meets the minimum number of required signatures, 
and notifies the counties (EC §9030(c)) ... : .......................... Saturday, 09/12198** 
e. Last day for county to determine total number of qualified 
voters who signed the petition, and to transmit certificate 
with a blank copy of the petition to the Secretary of State 
(EC §9030(d)(e» ..................................................................... Monday, 10/26/98 
* Date adjusted for official deadline which falls on Sunday. EC §15 











(If the Secretary of State notifies the county to determine the number of 
qualified voters who signed the petition on a date other than 09/12/98, the last 
day is no later than the thirtieth day after the county's receipt of notification). 
(EC §9030(d)(e)). 
f. If the signature count is more than 476,596 or less than 
411,606 then the Secretary of State certifies the petition as 
qualified or failed, and notifies the counties. If the signature 
count is between 411,606 and 476,596 inclusive, then the 
Secretary of State notifies the counties using the random 
sampling technique to determine the validity of all 
signatures (EC §9030(f)(g); 9031 (a)) ................................. Thursday, 11/05/98** 
g. Last day for county to determine actual number of all qualified 
voters who signed the petition, and to transmit certificate 
with a blank copy of the petition to the Secretary of State 
(EC §9031 (b)(c» .................................................................... Tuesday, 12122198 
(If the Secretary of State notifies the county to determine the number of 
qualified voters who have signed the petition on a date other than 11/05/98, the 
last day is no later than the thirtieth working day after the county's receipt of 
notification). EC §9031 (b)(c). 
h. Secretary of State certifies whether the petition has been 
signed by the number of qualified voters required to declare 
the petition sufficient (EC §9031 (d); 9033) .......................... Saturday, 12126/98** 
NOTE TO PROPONENTS WHO WISH TO QUALIFY FOR THE NOVEMBER 3, 1998 GENERAL 
ELECTION: This initiative must be certified for the ballot 131 days before the election (June 25, 
1998). Please remember to time your submissions accordingly. For example, in order to allow 
the maximum time permitted by law for the random sample verification process, it is suggested 
that proponents file their petitions to county elections official by April 17. 1998. If a 100% check of 
signatures is necessary. it is advised that the petitions be filed by February 25. 1998. 
* Date adjusted for official deadline which falls on Sunday. EC §15 






. • • 
• California law prohibits the use of signatures, names and addresses gathered 0 
on initiative petitions for any purpose other than to qualify the initiative measure 
for the ballot. This means that the petitions cannot be used to create or add to 
mailing lists or similar lists for any purpose, including fund raising or requests for 
support. Any such misuses constitutes a crime under California law. Elections 
Code section 18650; Bilofsky v. Deukmejian (1981) 123 Cal. App. 3d 825,177 
Cal. Rptr. 621; 63 Ops. Cal. Atty. Gen. 37 (1980). 
• Please refer to Elections Code sections 100,101,104,9001, 9008, 9009, 9021, 
and 9022 for appropriate format and type consideration in printing, typing and 
otherwise prepari!1g your initiative petition for circulation in printing, typing and 
otherwise preparing your initiative petition for circulation and signatures, Please 
send a copy of the petition after you have it printed. This copy is not for our 
review or approval, but to supplement our file. 
• Your attention is directed to the campaign disclosure requirements of the 
Political Reform Act of 1974, Government Code section 81000 et seq. A 
brief summary is attached for your reference. 
• When writing or calling state or county elections officials, provide the official 
title of the initiative which was prepared by the Attorney General. Use of this 
title will assist elections officials in referencing the proper file. 
• When a petition is presented to the county elections official for filing by 
someone other than the proponent, the required authorization shall include the 
name or names of the persons filing the petition. 
• When filing the petition with the county elections official, please provide a blank 





DANIEL E. LUNGREN State of California 





Secretary of State 
1500 - 11th Street 
Sacramento, CA 95814 
•• 
March 26, 1998 
Re: Initiative T~tle and Summary 
Subject: 
File No: 
STATE DISABILITY HEALTH CARE SYSTEM. 
INITIATIVE STATUTE. 
SA 98 RF 0009 
Dear Mr. Jones: 
• 
1300 I STREET, SUITE 125 
P.O. BOX 944255 
SACRAMENTO, CA 94244-2550 
(916) 445-9555 
Facsimile: (916) 323-2137 
(916) 324-5490 
FILED 
In the office of the Secretary of State 
of the State of California 
MAR 2 6 1998 
JONES, S at 
r ...... Pursuant to the provisions of sections 9004 and 336 of the Elections Code, you are 
hereby notified that on this day we mailed to the proponent of the above-identified 
proposed initiative our title and summary. 
Enclosed is a copy of our transmittal letter to the proponent, a copy of our title 
and summary, a declaration of service thereof, and a copy of the proposed measure. 
According to infOl mation available in our records, the name and address of the 




DANIEL E. LUNGREN 
General 
Initiative Coordinator 
- , , 
Date: March 26, 1998 
File No.: SA98RF0009 
The Attorney General of California has prepared the following title and summary of the chief 
purpose and points of the proposed measure: . 
, 
• , • 
STATE DISABILITY HEALTH CARE SYSTEM. INITIATIVE STATUTE. Creates State 
Health Insurance Fund and twenty-one member board to transact disability health insurance 
on fee-for-service basis. Requires board to set fees for services covered by Fund and private 
insurers; establishes co-payment limitations; health care providers to accept established fee 
plus co-payment as payment in full; insurers to pay health care providers directly . . ' 
Authorizes board to establish disability health insurance programs for working poor. 
Exempts board from open meeting laws; Public Records Act; other statutory provisions . 
• 
Provides $2 million loan from General Fund; tax credits to employers and members . 
. ' 
Summary of estimate by Legislative Analyst and Director of Finance of fiscal impact on state 
. 
and local governments: This measure would result in a net reduction in state General Fund 
revenues of about $4 billion annually, with a commensurate reduction in state spending 
unless the Legislature acts to offset the revenue loss. One-half of the reduction in state 
spending would come from K-14 schools and the remainder from other programs. The 
measure would also result in potential state savings to the General Fund of up to the high 
tens of millions of dollars annually in state health care programs and potential county savings 








• • • 
I • 
.. 1f)i'J°9 












G.Y. HADJIAN M.D. - Proponent of the proposed ~aw. 
Tel. '(213) 467-1406 
Fax (213) 467-3667 
BALLOT INITIATIVE • • NOV 2;) 
1.-
. INiTIATIVE COORDINATOR 
Affordable health insurance. i\TTORNEY GENERALIS OFFICE 
, 2.-
3.-
Fee for service health insuran~e reform. ~~~~~ ~r'-
Tax insentive to insured. ~AX;-/~C 
• 
• 
We do request for a Title and summary of the proposed 
measure. 
'. 
Do request your assistance and flexibility in 
filing dates to grant us adequate time. to secure signatures 
• 
for the qualification of the measure which is utmost importance 












FEB 0 3 1998 
INITIATIVE COORDINATOR 
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The Attorney General of California has prepared 
the following title and summary of the chief purpose and 
points of the proposed measure: 
(Here set forth the title and summary prepared 
by the Attorney General. This title and summary must also 
be printed across the top of each page of the' petition' 
whereon signatures are to appear.) 
TO THE HONORABLE SECRETARY OF STATE OF CALIFORNIA 
We, the, undersigned, registered, qualified 
voters of California, residents of County (or 
City and County), hereby propose amendments to the 
Insurance Code and the Revenue and Taxation Code, relating 
to health insurance and petition the Secretary of State to 
submit the same to the voters of California for their 
-
adoption or rejection at the next succeeding general 
election or at any special statewide election held prior 
to that general election or otherwise provided by law. 
The proposed statutory amendments (full title and text of 
the measure) read as follows: 
An act to amend Section 10176 of, and to add 
-
Part 8 (commencing with Section 12800) to Division 2 of, 
the Insurance Code, and to add Sections 17053.20 and 23615 
to the Revenue and Taxation Code, relating to health, and 
making an appropriation therefor. 




is amended to read: 
10176.~: In disability insurance, the policy may 
provide for payment of medical, surgical, chiropractic, 
physical therapy, speech pathology, audiology, 
acupuncture, professional mental health, dental, hospital, 
or optometric expenses ~pon ~ ~e±mb~~~emen~ b~~±~7 or for 
the exclusion of any of those services7 ~nd p~o~±~±on may 
be made ~he~e±n ~o~ p~ymen~ o~ ~±± or ~ por~~on o~ ~he 
~he ±n~~red ~~~~~ pay ~he e~pen~e~. The insurer shall be 
required to pay the provider for those services directly 
as required £y Section 12842. No such policy shall 
prohibit the i:nsured from selecting any psychologist or 
other person who is the holder of a certificate or license 
-
under Section 1000, 1634, 2050, 2472, 2553, 2630, 2948, 
3055, or 4938 of the Business and Professions Code, to 
perform the particular services covered under the terms of 
the policy, the certificate holder or licensee being 
expressly authorized by law to perform those services. 
If the insured selects any person who is a -
holder of a certificate under Section 4938 of the Business 
• 
and Professions Code, a disability insurer or nonprofit 
hospital service plan shall pay the bona fide claim of an 
acupuncturist holding a certificate pursuant to Section 








treatment of an insured person only if the insured's 
. 
policy or contract:expressly includes acupuncture as a 
benefit and includes coverage for the injury or illness 
treated. Unless the policy or contract expressly includes 
acupuncture as a benefit, no person who is the holder of 
any license or certificate set forth in this section shall 
• 
be paid or reimbursed under the policy for acupuncture. 
Nor shall any such policy prohibit the insured, 
upon referral by a' physician and surgeon licensed under 
Section '2050 of the Business and Professions Code, from 
selecting any licensed clinical social worker who is the 
holder of a license issued under Section 4996 of the 
Business and Professions Code or any occupational 
therapist as specified in Section 2570 of the Business and 
• 
Professions Code, or any marriage, family and child 
counselor who is the holder of a license under Section 
4980.50 of the Business and Professions Code, to perform 
the particular services covered under the terms of the 
policy, or from selecting any speech pathologist or 
audiologist licensed under Section 2530 of ~he Business 
and Professions Code or any registered nurse licensed 
• 
pursuant to Chapter 6 (commencing with Section 2700) of 
Division 2 of the Business and Professions Code who 
possesses a master's degree in psychiatric-mental health 




psychiatric-mental health nursing, at such time as the 
State -Board of Reg.istered Nurses produces and maintains a 
list of those psychiatric-mental health nurses who possess 
a master's degree in psychiatric-mental health nursing and 
two years of supervised experience in psychiatric-mental 
health nursing, or any respiratory care practitioner 
certified pursuant to Chapter 8.3 (commencing with Section 
3700) of Division 2 of the Business and Professions Code 
to perform services deemed necessary by the referring 
physician, that certificate holder, licensee or otherwise 
regulated person, being expressly authorized by law to 
perform the services. 
• 
Nothing in this section shall be construed to 
allow any certificate holder or licensee enumerated in -
this section to perform professional mental health 
services beyond his or her field or fields of competence 
as established by his or her education, training, and 
experience. For the purposes of this section, "marriage, 
family and child counselor" means a licensed marriage, 
family and child counselor who has receive~ specific 
instruction in assess~ent, diagnosis, prognosis, and 
• 
counseling, and psychotherapeutic treatment of premarital, 
marriage, family, and child relationship dysfunct~ons 
which is equivalent to the instruction required for 






An individual disability insurance policy, 
which is issued, renewed, or amended on or after January 
1, 1988, which includes mental health services coverage 
may not include a lifetime waiver for that coverage with 
respect to any applicant. The lifetime waiver of coverage 
provision shall be deemed unenforceable. 
• 
SEC. 2. Part 8 (commencing with Section 12800) 
is added to Division 2 of the Insurance Code, to read: 
• 
PART 8. STATE HEALTH INSURANCE FUND 
CHAPTER 1. STATE HEALTH INSURANCE 
• 
12800. The State Health Insurance Fund is 
• 
he~eby created for the purpose of transacting health 
• l.nsurance. -
1 2801 • The following definitions govern the 
construction of this part: 
(a) "Board" means the board of directors of the . 
fund. 
(b) "Fund" means the State Health Insurance 
Fund. -
(c) "Health insurance" means disability 
insurance covering hospital, medical, and surgical 
expenses, and any other health expenses that the board • l.n 
its discretion determines should be covered. 
(d) "Health insurer" means a disability insurer 
PAGE 6 
transacting insurance covering hospital, medical, and 
surgical benefits.~ 
12802. The fund shall be governed by a board 
of directors. The board shall be composed of 21 members. 
The term of office of the members of the board shall be 
two years and they shall hold office until the appointment. 
and qualification of their successors. 
Members shall be appointed by the Governor, 
except that, to provide for independence of the fund at 
its start, 12 of the initial members shall be appointed by 
the chief proponent of this initiative, G.Y. Hadjian, and 
G.Y. Hadjian shall serve as a permanent member of the 
board until he -vacates the office. 
12803. The state shall not be liable beyond 
--
the assets of the State Health Insurance Fund for any 
obligations in connection with the fund. 
12804. There shall not be any liability in a 
private capacity on the part of the board of directors or 
any member thereof, or any officer or employee of the fund 
for or on account of any act performed or obligation 
-
entered into in an official capacity, when done in good 
• 
faith, without intent to defraud, and in connection with 
the administration, management, or conduct of the fund or 
affairs relating thereto . 
• 







12806. (The assets of the fund shall be 
applicable to the payment of losses sustained on account 
of insurance and to the payment of the salaries and other 
expenses charged against it in accordance with the 
provisions of this chapter. 
12807. The fund shall, after a reasonable time 
during which it may establish a business, be fairly 
competitive with other insurers, and it is the intent of 
the people that the fund shall ultimately become neither 
more nor less than self-supporting. 
, 
12808.' (a) Except as otherwise provided in 
this part, the'fund may transact health insurance required 
or authorized by law of this state to the same extent as 
any other insurer. 
(b) The fund may transact group and individual 
health insurance. 
(c) The fund may only transact health insurance 
on a fee-for-service basis. 
12809. The board shall establish the rates to 
• 
be charged by the State Health Insurance Fund for 
, 
insurance issued by it. 
12810. (a) The board shall determine the 
, 
insurance to be offered by the fund. The fund may offer 
coverage in those amounts and subject to the conditions 
PAGE 8 
determined by the board, consistent with this chapter. 
(b) Co~~rage shall include basic health 
coverage which, at a minimum, shall include the following: 
(1) Hospital, medical, and surgical expenses. 
(2) Medication. 
(3) Reasonable coverage for mental illness. 
12811. Insurance provided by the fund shall be 
subject to all of the following: 
(a) Cov.erage shall be provided only on a 
fee-for-service basis. The fund shall not act as a health 
care provider nor shall it contract with health care 
• 
providers to provide benefits. 
(b)' Every insured person shall be required to 
identify himself or herself as being insured by the fund 
-
to a health care provider prior to receiving health care 
from that person, unless that identification is not 
possible. Any health care provider who provides coverage 
to a person insured by the fund shall agree that, as to 
covered services, the payment by the fund and any required 
copayment from the insured shall satisfy any obligation on -
the part of the insured. However, this restriction shall 
• 
not prohibit the fund from being subrogated to any rights 
of the insured person against a person legally liable for 
the cost of treatment, and shall not prohibit a 
• 






insurer or other entity that may be liable. 
• 12812 .. : (a) The board shall establish --
reasonable fees for various services for health care 
, 
providers. Those fees shall be established to cover the 
• 
actual costs of health care providers, but to discourage 
cost shifting to other patients, or subsidization of the 
care of persons not insured by the fund. 
(b) The board shall adopt cost containment 
mechanisms to assu~e proper utilization of health 
services. These shall include, but are not limited to, 
the following: 
(1) Prohibition of improper billing practices, 
such as the misrepresentation of services actually 
provided. 
(2) Provision to prevent fraud, both by health 
care providers and by insured persons. 
12813. The board is hereby vested with full 
power, authority, and jurisdiction over the State Health 
Insurance Fund. The board may perform all acts necessary 
or convenient in the exercise of any power, authority, or 
• 
jurisdiction over the fund, either in the administration 
• 
thereof or in connection with the insurance business to be 
carried on by it under the provisions of this chapter, as 




12814. All business and affairs of the fund 
shall be conducted,' in the name of the State Health -. 
Insurance Fund, and in that name, without any other name 
or title, the board may perform the acts authorized by 
this chapter. 
12815. The State Health Insurance Fund may: 
(a) Sue and be sued in all actions arising out 
of any act or omission in connection with its business or 
affairs. 
, 
(b) Enter into any contracts or obligations 
relating to the State Health Insurance Fund that are 
authorized or permitted by law. 
(c) -Invest and reinvest the moneys belonging to 
the fund as provided by this chapter. 
-
(d) Conduct ali business and affairs and 
perform all acts relating to the fund whether or not 
specifically designated in this chapter. 
12816. The board shall appoint a manager of 
the fund and fix the manager's salary. The manager shall 
manage and conduct the business and affairs of the fund -
under the general direction and subject to the approval of 
, 
the board of directors, and shall perform such other 
duties as the board of directors prescribes. 
12817. Before entering on the duties of the 







giving an official bond approved by the board, in the sum 
of .fifty thousand.~ollars ($50,000) and by taking and 
-' 
subscribing to an official oath. The approval of the 
• • 
board shall be by written endorsement on the bond. The 
bond shall be filed in the office of the Secretary of 
State. 
12818. The board may delegate to the manager 
of the fund, under those rules and regulations and subject 
to those conditions that it prescribes, any power, 
• 
function, or duty conferred by law on the board of 
directors in connection with the fund or in connection 
• . 
with the administration, management, and conduct of the 
~ business and affairs of the fund. The manager may 
exercise those powers and functions and perform those 
.-
duties with the same force and effect as the board, but 
subject to its approval. 
12819. The Treasurer shall be custodian of all 
securities belonging to the State Health Insurance Fund, 
except as otherwise provided in this chapter. The 
Treasurer shall be liable on his or her official bond for 
-
the safe keeping thereof. 
• 
12820. All securities belonging to the fund 
• 
shall be delivered to the Treasurer and held by him or her 
until otherwise disposed of as provided in this chapter. 




Treasurer, these securities shall be credited by the 
Treasurer to the fund . 
• -. 
12821. Expenditures made by the State Health 
, 
Insurance Fund are exempted from the provisions of Part 3 
(commencing with Section 900) of Division 3.6 of Title 1 
of the Government Code. 
12822. The board shall cause all moneys in the 
State Health Insurance Fund that are in excess of current 
requirements to be invested and reinvested, from time to 
• 
time, in the same manner as provided for private insurance 
• 
carr~ers. 
12823 .. All moneys in the State Health 
Insurance Fund~ in excess of current requirements and not 
otherwise invested, may be deposited by the board of 
.-
directors from time to time in financial institutions 
authorized by law to receive deposits of public moneys. 
12824. The board may, with the approval of the 
• 
Treasurer, authorize the establishment of an account or 
fund in the State Treasury in the name of the State Health 
Insurance Fund, but those moneys deposited with the 
-
Treasurer are not state moneys within the intent of 
Section 16305.2 of the Government Code. 
12825. (a) Except as provided by subdivision 
(b), the fund shall not be subject to the provisions of 
the Government Code made applicable to state agencies 
• 
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generally or collectively, unless the section specifically 
names the fund as ~n agency to which the provision .. 
applies. 
, 
(b) The fund shall be subject to the provisions 
of Chapter 10.3 (commencing with Section 3512) of Division 
4 of Title 1 of, and Division 5 (commencing with Section 
, 
18000) of Title 2 of, the Government Code, with the 
exception of all of the following: 
( 1) Art,icle 1 (commencing wi th Section 1 9820 ) 
and Article 2 (commencing with Section 19823) of Chapter 2 
of Part 2.6 of Division 5 of Title 2 of the Government 
Code. , 
(2).Sections 19849.2, 19849.3, 19849.4, and 
19849.5 of the Government Code. 
-
(3) Chapter 4.5 (commencing with Section 
19993.1) of Part 2.6 of Division 5 of Title 2 of the 
Government Code. 
12826. Article 9 (commencing with Section 
11120) of Chapter 1 of Part 1 of Division 3 of Title 2 of, 
or Chapter 3.5 (commencing with Section 6250) of Division 
-
7 of Title 1 of, the Government Code shall not apply to 
, 
the board. 
CHAPTER 2. REGULATION OF PRIVATE INSURANCE 




with this chapter to ensure that private fee for service 
health· insurance p~ovides full and adequate coverage for --
insured persons. 
, 
12841. (a) It shall be unlawful for any person 
to do any of the following: 
(1) Bill the fund or any other health insurer 
for any services that are not actually rendered. 
(2) Deceptively submit bills for payment using 
codes that do not ~ccurately reflect the services 
rendered. 
(3) Bill an insurer for services rendered in an 
amount in excess of that permitted by this chapter. 
(4) .Billing any insured person for health care 
• 
services except as permitted by this chapter . 
• .-
(b) A violation of this section is a 
misdemeanor. 
(c) This section does not prohibit the 
prosecution of any acts prohibited by this section under 
any other law. 
12842. Every health insurer shall provide for 
-
the payment of providers of health services directly and 
• 
shall not collect any amounts from the insured except as 
permitted by this chapter. 
12843. (a) The board shall establish a 





determined to fairly compensate health care providers for 
servic"es rendered.: In no event shall the fees be less 
" 
than the lesser of the fees paid by the fund or under 
Medi-Cal. 
(b) No health care provider may collect from an 
insurer any amount in excess of that established by 
subdivision (a). 
12844. (a) The board shall establish 
limitations of user fees that may be imposed upon an 
insured for the receipt of health services. The fee shall 
be a set amount, and not a percentage. 
(b) A health care provider may collect a user 
fee for each occasion on which the provider provides 
health care services. 
.-
12845. Any health care provider that provides 
services to an insured person may not receive any 
compensation other than that permitted under Sections 
12842 and 12843, except that, if the insured person is 
entitled to benefits under any government program other 
than the fund, the provider may also recover benefits 
-
• 
under that program. Furthermore, this section does not 
• 
prohibit an insurer from being subrogated to the rights of 
an insured person to recover damages from a person liable 
to the insured. The board may adopt regulations governing 
the coordination of benefits where mUltiple sources of 
• 
PAGE 16 
coverage are available. 
• • 12846 .. The board may establish programs, and 
• -. 
may participate in programs with other insurers, to 
• • 
provide for health insurance to the working poor. 
CHAPTER 3. INITIAL FUNDS 
12860. (a) The sum of two million dollars 
($2,000,000) shall be transferred from the General Fund to 
the fund as initial capital and surplus . 
• 
(b) The amount specified in subdivision (a) 
shall be repaid to the General Fund, with interest, in 
five installments on January 1, 2000, and on January 1 of 
each of the fo~lowing four years. 
SEC. 3. Section 17053.20 is added to the 
• 
-
Revenue and Taxation Code, to read: 
17053.20. (a) For each taxable year beginning 
on or after January 1, 1999, there shall be allowed as a 
credit against the amount of "net tax" (as defined in 
Section 17039) 20 percent of the sum expended by the 
taxpayer for each of the following: 
-
(1) The amount expended to obtain health 
insurance or similar coverage for the taxpayer and members 
of his or her immediate family. 
(2) The amount expended to obtain health 






• (b) The credit allowed by this section shall be 
in lieu of any deduction to which the taxpayer otherwise 
• • 
may be entitled for expenses for which a credit under this 
section is claimed. 
(c) If the credit allowed under this section 
exceeds the IInet tax,1I the excess may be carried over to 
reduce the IInet tax ll in the following year, and succeeding 
years if necessary, until the credit has been exhausted . 
• 
SEC. 4. Section 23615 is added to the Revenue 
and Taxation Code, to read: 
23615 .. (a) For each income year beginning on 
/' " or after January 1, 1999, there shall be allowed as a 
credit against the amount of "tax," as defined in Section 
• 
23036, 20 percent of the amount expended by a taxpayer to 
obtain health insurance or similar coverage for the 
taxpayer's employees. 
(b) The credit allowed by this section shall be 
in lieu of any deduction to which the taxpayer otherwise 
may be entitled for expenses for which a credit under this 
• 
section is claimed. 
(c) If the credit allowed under this section 
exceeds the IItax, II the excess m.ay be carried over to 
reduce the "tax" in the following year, and succeeding 





SEC. 5. (a) This initiative may not be amended 




statute passed in each house by rollcall vote entered in 
the journal, two-thirds of the membership concurring, or 
by a statute that becomes effective only when approved by 
the electorate. POL purposes of this section, any statute 
that would pLovide fOL coverage by the fund otheL than on 




(b) The pLovisions of this act are severable. 
If any provision of this act or its application is held 
invalid, that invalidity shall not affect other provisions 
• 
or applications that can be given effect without the 
• 
invalid provision OL application. 
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